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SUMMARY 


1974 was the year of the drought for Somalia. The economy in 
general and the development program in particular were victimized 
as grain production fell to practically nothing and the government 
focused most of its efforts and resources on caring for an estimated 
700,000 persons directly affected by drought. While the meat 
processing industry rebounded from its weak »erformance in 1973, 
production of sugar fell and that of textiles did no better than 
1973. Livestock and banana exports fell in volume but higher »rices 
kept earnings reasonably stable. Imports jumped to US $175 million, 
producing a trade gap of US $120 million. Reserves as of November, 
1974 stood at only US $ 14.6 million. 


Government's current exnenditures were up 33.4 percent to roughly 
US $80 million. Ordinary revenues increased 25 percent to US $92 
million. Money in circulation went up 14 percent while overall money 
supply ballooned 30 percent. To redress the imbalance of trade and 
bolster sagging foreign exchange reserves, the Central Bank ordered a 
freeze on commercial lending in November, 1974. 


The drought-disrupted develooment plan (1974 - 78) has not yet 
been revised to reflect the effects of the calamity but plans are now 
underway to do so. The original plan envisioned overall expenditures 
of US $ 630 million of which foreign aid donors would contribute 
65 percent. The 1975 resettlement/rehabilitation program for drought 
victims will cost US $ 60 million. 


Somalia is not. at present, attracting US exporters or investors. 
Shortages of foreign exchange and stringent import restrictions have 
reduced access for American products. Within several months, when a 
US oil prospecting firm pulls out of Somalia. there will be no active 
American businesses remaininc. 





Current Economic Situation and Trends 


AGRICULTURE 


Somalia's principal cash crop, bananas, is also a major earner 
of foreign exchange. While the drought did not seriously affect the 
Shebelli and Juba Regions where bananas are raised, other factors, 
including soil salinity and failure to replace old trees, led toa 
decline in production despite an increase in hectarage planted 
(from 7 000 HA to 8,000 HA). Exports dipped to 110,000 MT in 1974 
from the 1973 figure of 112,000 MT and 1972's 133,000 MT. Approximately 
60 percent of the exports went to the Middle East and Gulf countries 
with the bulk of the remainder going to Italy. Prior to 1974 these 
percentages were reversed and: with the reopening of the Suez Canal, 
Somalia may well »e able to reclaim a larger share of the Italian 
market. Value of banana exports in 1974 was US $ 12.3 million, 
slightly higher than in 1973. Production and exports levels are not 
expected to change significantly during 1975. 


Sugar cane production, centered in the Jowhar area north of 
Mogadiscio, has declined steadilv since 1969 when 465,000 MT of 
cane yielded nearly 47,000 MT of processed sugar. Comvarable figures 
for 1974 are 375,000 MT and 31,300 MT. As these figures suggest, 
the sucrose extraction rate has also dropped from 10.2 percent to 
8.2 percent during the same period. Roughly 30 percent of the 7,000 
HA developed for cane production is no longer usable due to excess 
salinity of the soil. Plant quality continues to be substandard and 
efforts to upgrade plants and to expand and repair the irrigation 
system have come too late to affect the 1975 crop. 


About 1,000 HA, of which only 30 wvercent are irrigated, are 
planted to cotton. While yields vary considerably vear to year, outnout 
during 1974 approximated 400 tons. Integrated agricultural development 
schemes to be implemented over the next two years in the riverine 
areas should significantly expand the cotton-growing area. 


Maize and sorghum, Somalia's principal food grains; were in short 
supply due to the drought. While in normal years, Somalia can be self- 
sufficient in these staple grains, production during calendar year 
1974 was only 42,000 MT, or something less than three-month's suppl”. 
Indeed, only massive imports of grain -- financed mainly by external 
aid --- prevented widespread hunger. 


Rice is assuming a more important place in Somali agriculture. 
Until a few years ago the country's annual requirement of 30,000 MT 
was imported. Beginning in 1974. however, home-grown rice began to 
appear on the market and, with some 6.000 HA expected to go into 





production before 1978, self sufficiency is a realistic hope and 
an export capability a distinct possibility. 


No current information is available on production of oil seeds 
(sesame, groundnuts and sunflower). Awprroximately 50,000 HA are 
planted to sesame and, assuming yields of three quintals rer hectare, 
should yield 30,000 tons annually. Groundnut and sunflower vroduction, 
while offering great potential were not commercially significant in 
1974. 


LIVESTOCK 


Livestock has traditionally been the mainstay of the Somali 
economy and the country's most imoortant source of foreign exchange. 
While the number of animals exported during 1974 declined (because 
many animals died in the drought). higher prices kept earnings in the 
$40 - 45 million range. Exports of live cattle dropred from nearly 
70,000 in 1973 to 25,000 in 1974, though much of this reduction is 
accountable to increased demand for cattle on the part of beef 
processors (80,000) head in 1974 versus 47,000 the preceding year). 
Exports of goats and sheep declined another 20 percent from 1973 figures 
which were themselves down 16 percent from 1972. Camel exports (25,000 
head) during 1974 droppved 10 percent compared to 1973 but still approximated 
the average level of the past six years. No data are available on 1975 
livestock exports but it seems likely that the lingering effects of the 
drought will serve to reduce further the number of animals marketed 
abroad. 


MINERALS _ 


Oil exploration yielded no finds as of late 1975. With the expected 
departure of Continental Oil Company early in 1976, only one U.S. firm, 
EXXON, retains a direct interest in petroleum prospecting. EXXON is 
part of a consortium in which ELF (France) is the active partner. The 
Burmah group, which also had U.S. participation. is no longer prospecting 
in Somalia. Deutsch Texaco has a large concession in Central Somalia, 
but is not presently exploring it. 


The absence of positive reports on the Somali/Bulgarian tin mining 
scheme suggests that the project is lagging behind original expectations. 
This is probably because of the very low ore content at the mines which 
are located in the extreme north of the countr’. 





Ground was broken on October 16, 1975, for a cement plant at 
Suryo Malable southeast of Berbera. The US $12,000,000 project 
is financed jointly, between the North Korean and Somali Governments. 
Tne plant, which is to produce 100,000 MT annually, is to begin 
operation in mid-1977. Exploitable deposits of gypsum nearby are 
estimated at 7 million MT. In addition to the cement plant, a 
oilot project has been launched to produce calcined g'»sum, medical 
nlaster and blackboard chalk, utilizing these deposits. 


ENI, the mixed state-private Italian firm, continues to ex»lore 
for uranium on a concession in Mudugh Region. Problems with 
extraction and transportation make exploitation of these deposits 
difficult. 


INDUSTRIAL OUTPUT 


Somalia's nascent industrial sector provides an estimated 
7 - 10 percent of GDP. During 1974 the government was forced to 
forego many efforts to develo» the sector and. instead, to pour the 
vast bulk of its human and material resources into combating the 
effects of the drougnt. 


The meat processing industr, recovered substantially from 
1973's nosedive. Some 80.000 head of cattle were processed by the 
state-owned plant at Kismayu and a privately ‘managed packing house 
in Mogadiscio. This compares to 47,000 head in 1973. Virtually the 
entire output of these facilities is exvorted. No official data are 
available on the plant's performance during 1975 but output is believed 
to be at the same or slightly higher levels as 1974. 


As noted earlier sugar production has dipped dramatically the 
past two years. In addition to modernizing the plant at Jowhar and 
improving its management, the government is planning to introduce 
new and better quality strains of cane in an effort to raise output. 
In October 1975 the government also contracted with a British firm to 
build a second refinery in the Central Juba Region. This facility will 
be supplied by an 18,000-acre plantation and, ultimately, is to produce 
100,000 MT of refined sugar annually thus giving Somalia an export 
capability. 


Renovation of the State-owned SOMALTEX textile plant lagged 
behind schedule leading to 1974 production levels approximating 





1973's figure of 4.7 million vards. New equipment was installed 
by March, 1975 which should allow for production at rates closer 
to the plant's 11 million~-yard annual capacity in that and future 
years. Plans to double the capacity of the SOMALTEX facility 

were included in the 1974-78 development program but are apparently 
in abeyance pending foreign financial assistance. 


Fisheries play an important part in the government's development 
plan generally and in its efforts to rehabilitate drought victims in 
particular. Estimates of ex»loitable marine resources range from 
200 000 MT to 2,000,000 MT annually but, in recent years, only about 
5,000 tons have been harvested. Fish processing centers at Las 
Qoray, Kandala and Habo have operated well below capacity during 
the past several years. contributing only marginally as foreign 
exchange earners. A Japanese concern has rehabilitated a plant 
for lobster and shrimp at Kismayu with an annual freezing capacity 
of 50.000 MT. In addition, the Soviet Union nas provided a fleet 
of twelve deep-sea trawlers to Somalia. These vessels catch and 
freeze tuna for shipment directly to markets in Eastern Europe. The 
government has resettled some 14.000 former nomads in coastal areas 
and is training the breadwinners to be fishermen. Plans call for 
the production of 125.000 MT of marine products annually beginning 
in 1976. 


In late 1975 a new state-owned flour mill and pasta plant was 
opened in the outskirts of Mogadiscio. The installation has a 
capacity of 35 MT of pasta and 15 MT of flour per day As virtually 
no wheat is grown domestically. supplies for this facility will hve 
to be imported. 


BALANCE OF PAYMENTS 


Provisional figures provided by the Central Bank showed in 1974 
a net deficit of US $ 11 million on current account. compared to a 
deficit of US $ 7.3 million the previous year. Deficit in the balance 
of trade and services was nearly US $121 million as exports dipped 
slightly to US $ 55 million and imports soared to over US $ 175 
million. Comparable figures for 1973 were US $ 58 million and US $126 
million. Higier volumes and prices of food and »etroleum imports 
accounted for much of the deficit on current account. 


Private unrequited transfers of US $ 3 million and private capital 
movements cf US $ 5 million contributed only marginally to easing the 





deficit. Much more imoortant were foreign official grants of US $ 52 
million and loans of US $ 50 million. 


While no figures are available for 1975. it is likely that 
Somalia. will face a current account deficit similar to or greater 
than that recorded in 1974. Nonetheless, inflows of foreign funds 


should again serve to keep that deficit in the US $ 12 - 15 million 
range. 


BUDGET PERFORMANCE 


Current expenditures rose in 1974 by 33.4 percent in 1974 to an 
estimated US $ 80 million. Ordinary revenues increased by 25 percent 
to US $ 92 million. The surplus forms part of the government's 
contribution to the development budget which, in 1974, was targeted 
to reach US $ 138 million. Spending was about 12 percent higher than 
initial budget estimates because of pay raises to government workers 
and over-runs in expenses during the mass literacy camoaign. Central 
bank loans to the government nearly doubled from US $ 13.5 million 
in December 1973 to US $ 25 million at the end of 1974. At the turn 
of the year, however, a large inflow of foreign credits allowed the 
government to erase its net debt to the bank. 


While no statistics are available on the government's actual 
performance during 1975, initial budget estimates called for 
expenditures of US $ 90 million against revenues of US $ 117 million. 
It is likely, however that costs asseciated with the drought 
resettlement program (see below) caused actual expenditures to be 
Significantly higher than the initial estimate. 


MONITARY POLICY 


Heavy government spending led to a nearl~ 30 percent increase in 
total money supply during the period November 1973 -- October 1974 (the 
latest month for which statistics are available). Money in circulation 
increased 14 percent while demand deposits jumved 33 percent and time- 
deposits and "other" components rose nearly 50 percent and 70 percent 
respectively. Loans to state and private enterprises had nearly 
tripled b October 1974, to US $ 149 million. As money in circulation 
increased by only US $ 7 million, it is apparent that this increase 
in credit was used to finance imports. 





In November 1974 the Central Bank became alarmed at the rapid 
draw down of its foreign exchange reserves and ordered the Commercial 
Bank to cease extending credit. In this regard, it also feared that 
expanded government spending would produce galloping inflation were 
monetary policies not tightened. Unfortunately there are no data 
available to measure the impact of the credit freeze. At the point 
the freeze was implemented, the Central Dank had extended US $ 80 million 
credit to the Commercial Bank, a jump of 150 percent over a year earlier. 


From November 1973 to November 1974, foreign exchange reserves 
declined from US $46.5 million to only US $ 14.6 million. Even as 
sad as these figures appear. they do not tell the whole story because 
much of the reserve is dedicated to the purchase of capital items from 
foreign aid donors for various development projects and cannot be spent 
to cover routine imports. As indicated above, however, an end-of-year 
influx of foreign funds eased the foreign exchange s<jueeze and put the 
government in a credit position vis a vis the Central Bank. 


PRICES SOAR 


Reflecting the import restrictions and worldwide inflation, the 
consumer price index gained more than 36 points during 1974, going 
from 126.6 to 162.7. Food prices increased 28 percent, clothing 19.3 
percent and other imported commodities 16.2 percent. Only modest 
increases were registered in rents and water (6 percent) and fuel and 
lighting (1.4 percent). Living standards declined in real terms 
compared to 1973 as increases in employment and income in the construction 
sector did not match declines in the dominant agricultural and pastoral 
sectors. While no information on prices and incomes during 1975 has been 
released, impressionistic data suggest that living standards declined 
still further during that year. Staples, such as rice, sugar and flour, 
are often not available in the marketplace and strictly rationed when 
they are. Rubber sandels, officiall:y priced at US $ 0.70 are available 
only on the black market where the price is nearly US $ 2.00. 


THE DROUGHT RESETTLEMENT PROGRAM 


Drought, which had crippled agricultural production and killed 
up to 50 percent of Somalia's livestock during 1973 and 1974, finally 
ended in mid-1975 when ample rains soaked the better part of the 
country. In its wake, however, the disaster left some 268,000 people 
in refugee camos. Herds belonging to many of these unfortunates had 
been completely wiped out and, for them, a return to nomadism was not 
possible. 





In May 1975, the government decided to resettle willing refugees 
in the Juba and Shebelli River areas and along the coast where they 
would be trained to farm or to fish. Originally the government planned 
to provide 90,000 »versons with livelihoods based on agriculture and 
to settle 78,000 on the coast. As it haypened. more people opted to 
return to the bush than the government had anticipated and, while 
there are rougi.ly 90,000 persons in the riverine resettlement sites 
(Kurtan Ware, Sablale and Dujuma), only about 14,000 persons have 
yeen resettled along the coast. 


There are, of course, several questions concerning the program 
to which only time will yield answers. First among them is the 
nomads' adaptability and competence in agricultural pursuits. It is 
feared, for example, that as soon as a nomad family is financially 
able, it will purchase livestock and leave the settlement to resume 
its endless wanderings in the bush. These fears are even greater 
with respect to those resettled along the coast. Fishing is not 
regarded as a high-status occupation, nor is fish a major component 
of the average somali‘s diet. 


The government, in any event, hopes to spend some US $ 60 million 
on the first phase of the resettlement scheme. Virtually all of this 
amount is to come from foreign donors. ?lans call for the egricultural 


sites to reach self-sufficiency next year and to show surpluses after 
that. On the fishing front, the government hopes the break-even 
point will be reached by mid-1977 with the enterprises growing 
increasingly more profitable in later vears. 


IMPLICATIONS FOR THE UNITED STATES 


Commercial and investment activities by U.S. firms in Somalia 
are quite limited in degree and breadth. Imports from the U.S., 
only US $ 2.6 million in 1973, probably fell off even further in 1974. 
While it is certain that many government bureaucrats and project 
managers would like to buy U.S. products (earth-moving machinery, well- 
drilling equipment, tractors, electrical products and so forth), the 
fact that what little foreign exchange is available is tied to purchases 
in donor countries sometimes makes procurement in the U.S. difficult. 
Import restrictions on most consumer items make Somalia a tough market 
to crack. 





On the investment side, the wide-ranging nationalizations of all 
but the smallest firms have discouraged both domestic and foreign 
commitments of capital. A foreign investment law drafted in 1960 
is still on the books but, in practice, each foreign firm entering 
Somalia strikes its own bargain with the government. Tough labor 
regulations, requirements forcing firms to employ Somali staff and 
workers and Somalia's remoteness from major material supply points 
further complicate the businessman's life. 


Despite these negative factors, the Somali government has 

publicly stated that private investment can play a significant, if 
secondary. role in the country's development. And, «while the specific 
areas in which private investment is encouraged have not »een delineated, 
Somalia s investment strategy as a whole is targeted at developing 

and expanding industries based on locall available ray materials: 
livestock, fisheries, bananas, grawefruit, and sugar. The government 
also hopes to unearth marketable quantities of oil and mineral resources. 


The sole American firm operating in Somalia, the Continental 
Oil Company (CONOCO), is to leave the country soon, probably in early 
1976. American oil firms also had interests in a consortium headed 
by Burmah (Britain), which also pulled out in 1975, and in a group 


under Deutsch Texaco. which is still present in Somalia but not 
actively prospecting. 








INTERNATIONAL ECONOMIC INDICATORS 
AND COMPETITIVE TRENDS 


This important new periodical pro- 1 Economic Prospects And Recent Trends 
vides comprehensive, up-to-date 


statistical information for the 
United States and its seven prin- 
cipal industrial competitors — 
France, Federal Republic. of 
Germany, Italy, Netherlands, United 
Kingdom, Japan, and Canada. 


2 Changes in Key Competitive Indicators 


3 Basic Data For Indicators 


Data are presented in four sec- 
tions. @ Notes And Sources 


International Economic Indicators and Competitive Trends is a valuable reference for 
business analysts, economists and others who wish to assess the relative competitive 
position of the United States. Attractively presented tables, charts, and text provide 
a clear and easily readable source of the latest statistical information. It may be 
used for an overall view of international trends, or as a basis for more detailed anal- 
yses of the economic situation in the major industrial countries. 
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Telephone Directory of 
Country Marketing Managers 


Commercial and economic information on most trading partners of the United 
States is available from the Bureau of International Commerce, U.S. Depart- 
ment of Commerce. 


The Bureau is organized geographically with a Country Marketing Manager 
responsible for a country or group of countries as listed below. Assistance or 
information about marketing in these countries may be obtained by dialing 
these key people directly: 202-967 plus the given extension. 


Africa Far East 

West and Central Africa 3865 Australia and New 

East and South Africa 4927 Zealand 3646 
Europe East and South Asia 5401 


France and Benelux Japan 2425 
Countries 4504 Southeast Asia 2522 


Germany and Austria 5228 
Italy, Greece and Turkey 3944 
Nordic Countries 3848 
Spain, Portugal, Switzer- 

land and Yugoslavia 2795 
United Kingdom and 


Latin America 


Brazil, Argentina, 
Paraguay and Uruguay 5427 
Mexico, Central America 
and Panama 2314 
Remainder of South 


America and Caribbean 
Countries 2995 


Canada 4421 


Special units within the Department of Commerce have been created to deal 
with particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 5737 
Near East 
Bahrain, ltraqg, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, Yemen 
Arab Republic 


Iran, Israel, Egypt 
Bureau of East West Trade 


Eastern Europe 
USSR 
Peoples Republic of China 
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